education is not the cure-all to the racial wealth gap that society has long heralded because the attainment of higher education did not protect the wealth of college-educated Blacks and Hispanics during the most recent recession.
It is at this point in the article that the authors delve into a discussion about financial decisionmaking, which I essentially describe as choices and behaviors. When discussing the racial wealth gap, experts tend to pursue two solution paths-structural or behavioral. If the goal is to eliminate the racial wealth gap completely, one must deal with structural issues such as ongoing discrimination or legacies of historical inequities that I contend have been codified in our nation's legal systems and public policies. These factors are what Emmons and Ricketts refer to as the "unobservable factors." If the goal is to improve the financial outcomes for certain historically disadvantaged groups, then some experts assert that addressing the groups' attitudes and decisions about their personal finances may be a more attainable goal.
Yet, solutions that involve personal decisions become precarious when the available choices are limited from the start. In recent research, the Board's third annual Report on the Economic Well-Being of U.S. Households 2 highlights findings from the Survey of Household and Economic Decisionmaking (SHED). 3 These survey findings provide valuable insights into the well-being of households and consumers.
Two sections of the economic well-being report, "Education and Human Capital" and "Education Debt and Student Loans," are particularly relevant to this discussion. The report captures what the SHED survey "…asks respondents about their educational experience, their perceptions of the value of their degree, and-among those who did not complete a college degree-why they did not continue their education. The survey also inquires about the financing of education and the use of student loans" (p. 47).
The model used by Emmons and Ricketts posits that education does not produce equal returns across demographic groups, which in turn suggests that education does not help explain the racial wealth gap. SHED results support this view. From the SHED survey, we see that the return on education may not be even across education sectors, which matters for the racial wealth gap since the likelihood of attending college, and the type of college attended, differs based on the background of one's parents. For example, for those whose parents did not attend college, 22 percent of respondents 25 to 34 years of age attended a private for-profit school compared with the 3 percent of respondents with at least one parent with a bachelor's degree. 4 Further, SHED finds that among the respondents, students attending for-profit schools are more likely to be students of color or first-generation college students and are less likely to complete their degree. 5 The SHED results also show a lower repayment performance among students who attended for-profit institutions, and these students were disproportionately Black and Hispanic. 6 What these survey findings tell me is that "wealth begets wealth." If you attend the right school, enter the right professional field, have access to the right networks, exercise a diversified strategy in your investments, and have a safety net to fall back on in times of financial peril, then your advanced degree with the right set of conditions may lead to higher wealth returns. One's starting point does matter! If the unobservable factors listed above are also taken into consideration, then education, as the article suggests, may be worth leaving on the table as an
